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being under the same ownership in de-
termining a farm.

(h) All land operated as a single unit
and owned and operated by a parent
corporation and subsidiary corpora-
tions of which the parent corporation
owns more than 50 percent of the value
of the outstanding stock, or where the
parent is owned and operated by sub-
sidiary corporations, shall be con-
stituted as one farm.

§718.203 County committee action to
reconstitute a farm.

Action to reconstitute a farm may be
initiated by the county committee, the
farm owner, or the operator with the
concurrence of the owner of the farm.
Any request for a farm reconstitution
shall be filed with the county com-
mittee.

§718.204 Reconstitution of base acres.

(a) Farms will be reconstituted in ac-
cordance with this subpart when it is
determined that the land areas are not
properly constituted and, to the extent
practicable as determined by county
committee, the reconstitution will be
based on the facts and conditions exist-
ing at the time the change requiring
the reconstitution occurred.

(b) Reconstitutions will be effective
for the calendar year if initiated by
August 1 of that year. Any reconstitu-
tion initiated after August 1 will not be
effective for that year; it will be effec-
tive for the subsequent year.

(c) The Deputy Administrator may
approve an exception to permit a re-
constitution initiated after August 1 to
be effective for the same year, if FSA
determines that the failure is due to
administrative problems as determined
by FSA at the local or national level.
Producers have no right to seek an ex-
ception under this paragraph. When
such situations exist, FSA will estab-
lish procedures under which reconstitu-
tions will be accepted.

[79 FR 57714, Sept. 26, 2014]

§718.205 Substantive change in farm-
ing operation, and changes in re-
lated legal entities.

(a) Land that is properly constituted
as a farm shall not be reconstituted if:
(1) The reconstitution request is
based upon the formation of a newly
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established legal entity which owns or
operates the farm or any part of the
farm and the county committee deter-
mines there is not a substantive
change in the farming operation;

(2) The county committee determines
that the primary purpose of the re-
quest for reconstitution is to:

(i) Obtain additional benefits under
one or more commodity programs;

(ii) Avoid damages or penalties under
a contract or statute;

(iii) Correct an erroneous acreage re-
port; or

(iv) Circumvent any other program
provisions. In addition, no farm shall
remain as constituted when the county
committee determines that a sub-
stantive change in the farming oper-
ation has occurred which would require
a reconstitution, except as otherwise
approved by the State committee with
the concurrence of the Deputy Admin-
istrator.

(b) In determining whether a sub-
stantive change has occurred with re-
spect to a farming operation, the coun-
ty committee shall consider factors
such as the composition of the legal en-
tities having an interest in the farming
operation with respect to management,
financing, and accounting. The county
committee shall also consider the use
of land, labor, and equipment available
to the farming operations and any
other relevant factors that bear on the
determination.

(c) Unless otherwise approved by the
State committee with the concurrence
of the Deputy Administrator, when the
county committee determines that a
corporation, trust, or other legal enti-
ty is formed primarily for the purpose
of obtaining additional benefits under
the commodity programs of this title,
the farm shall remain as constituted,
or shall be reconstituted, as applicable,
when the farm is owned or operated by:

(1) A corporation having more than
50 percent of the stock owned by mem-
bers of the same family living in the
same household;

(2) Corporations having more than 50
percent of the stock owned by stock-
holders common to more than one cor-
poration; or

(3) Trusts in which the beneficiaries
and trustees are family members living
in the same household.
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